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EXAMINER’S AFFIDAVIT

STATE OF ALABAMA
COUNTY OF JEFFERSON

Rhonda B. Ball being duly sworn, states as follows:

i I have authority to represent Alabama in the examination of Protective Life
and Annuity Insurance Company.

2. Alabama is accredited under the National Association of Insurance
Commissioners Financial Regulation Standards and Accreditation.

5. I have reviewed the examination workpapers and examination report, and the
examination of Protective Life and Annuity Insurance Company was
performed in a manner consistent with the standards and procedures required
by the State of Alabama.

The affiant says nothing further.

Fhoda bttt

Rhonda B. Ball, CFE

Subscribed and sworn before me by Rhonda B. Ball on this 28™ day of May, 2021,

(SEAL)

(Signature of Notary Bublic)

My commission expires O@/ 7 / 2012




STATE OF ALABAMA

DEPARTMENT OF INSURANCE DEPUTY GOMMISSIONER
MARK FOWLER
201 MONROE STREET, SUITE 502 CHIEF EXAMINER
PosT OFFICE BOX 303351 SR'C“‘;““ ;‘ FORD
TATE FIRE Ma I
MONTGOMERY, ALABAMA 36130-3351 SCOTTF. PILGREEN
KAY IVEY TELEPHONE: (334) 269-3550 GENERAL COUNSEL
GOVERNOR FACSIMILE: (334) 241-4192 REYN NORMAN
JIM L. RIDLING INTERNET: www.aldoi.gov

COMMISSIONER

May 28, 2021

Honorable Jim L. Ridling, Commissioner
Alabama Department of Insurance

P.O. Box 303351

Montgomery, Alabama 36130-3351

Dear Commissioner Ridling;

Pursuant to your instructions and in compliance with statutory requirements of the
State of Alabama and the resolutions adopted by the National Association of
Insurance Commissioners (NAIC), a full scope financial and market conduct
examination as of December 31, 2019 has been made of

Protective Life and Annuity Insurance Company
Birmingham, Alabama

virtually at the Alabama Department of Insurance office located at 100 Concourse
Parkway, Hoover, Alabama 35244. The Company’s home office was located at 2801
Highway 280 South, Mountain Brook, Alabama 35223. 'The report of examination is
submitted herewith.

Where the description “Company” ot “PLAIC” appears herein, without qualification,
it will be understood to indicate Protective Life and Annuity Insurance Company.

Alabama Department of Insurance
Established 1897



SCOPE OF EXAMINATION

We have performed our multi-state examination of Protective Life and Annuity
Insurance Company (PLAIC). The last examination covered the petiod of fanuary 1,
2010 through December 31, 2014. 'This examination covers the petiod of January 1,
2015 through December 31, 2019,

The examination was conducted in accordance with applicable statutory requirements
of the Code of Alabama 1975, as amended, the Alabama Insurance Depattment
regulations, bulletins and directives and in accordance with the procedures and
guidelines promulgated by the NAIC, as deemed appropriate, and in accordance with
generally accepted examination standards and practices. All accounts and activities of
the Company were considered in accordance with the risk-focused examination
process. This may include assessing significant estimates made by management and
cvaluating management’s compliance with Statutory Accounting Principles. The
examination does not attest to the fair presentation of the financial statements
included herein. If, duting the course of the examination an adjustment was identified
the impact of such adjustment was documented separately following the Company’s
financial statements,

bl

We conducted our examination in accordance with the NATC Financial Condition
Escaminers Handbook. 'The Handbook requires that we plan and petform the
examination to evaluate the financial condition, assess corporate governance, identify
current and prospective tisks of the Company and evaluate system controls and
procedures used to mitigate those risks. An examination also includes identifying and
evaluating significant tisks that could cause an insurer’s surplus to be materially
misstated both currently and prospectively.

The examination was conducted as a coordinated examination with the following
affiliated companies: Protective Life Tnsurance Company (PLICO) (patent) of
Tennessee, West Coast Life Insurance Company (WCL) (affiliate) of Nebraska,
MONY Life Insurance Company (MONY) (affiliate) of New York and the Company
(subsidiary of PLICO). These examinations wete coordinated with the five-year
examination of PLICO, with Tennessee being the lead state. During the planning, the
examiners from the four states reviewed all accounts and balances, and determined
the activities that were key for all four companies and which would be examined in
the coordinated examination. The key activities included Pricing/Underwtiting,
Reserving/Claims Handling, Reinsurance, Investments, Separate Accounts and
Related Parties. In addition, the PILAIC examination covered the Company’s
compliance with the recommendations made in the 2014 Report of Examination and
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those issues identified duting the planning deemed immaterial to the coordinated
examination but were matetial to the PLAIC examination. Where deemed
approptiate, transactions, activities and similar items subsequent to 2019 wete
reviewed.

This examination report includes significant findings of fact, as mentioned in the Code
of Alabama 1975, as amended, and general information about the insuter and its
financial condition. 'There may be other items identified during the examination that,
due to their nature, are not included within the examination report but are separately
communicated to other regulators and/or the Company.

The Company’s 2015 through 2019 annual statements were compared with or
teconciled to the corresponding general ledger account balances.

An examination of Protective Life Corporation’s (PLC) (the Company’s ultimate
patent) information systems (IS) was conducted concutrently with the financial
examinations. All the companies use ptimarily the same systems, The IS examination
included 2 review of management and organizational controls, logical and physical
security controls, changes in applications controls, system and program development
controls, contingency planning controls, service providet controls, operations
controls, processing controls, e-commerce controls, and network and internet
controls.

Tennessee and Alabama petformed separate market conduct examinations
concutrently with the financial examination, The examinations included reviews of
the companies’ tertitory and plan of operation, management and operations, claims,
complaint handling, marketing and sales, policyholder setvices, producer licensing,
underwriting and rating, and privacy standards. See “MARKET CONDUCT
ACTIVITIES” on page 27 for further discussion of PTLATC’s matket conduct
examination.

PLC maintains an Internal Audit (TA) Department, which is charged with performing
the internal audit function for all companies within the holding company system. The
TA Department is subject to oversight by PL.C’s Audit Committee, which is
comptised of all outside directors. Repotts generated by the TA Department were
made available to the examinets and were used in the examination as deemed
appropriate. In addition, the TA Department is tesponsible for the testing and
documentation of all processes, the risks for each, and all mitigating controls over
those risks as required by Sarbanes-Oxley (SOX) 404, The examinets reviewed the
processes tested and requested the workpapets for specific ones, which had

been identified as significant to the key activities and sub-activities being
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cxamined. The workpapers were provided and were utilized where deemed
approptiate.

KPMG, LLP was the certified public accountant (CPA) for the last yeat under
examination. PricewaterhouseCoopets, LLP was the Company’s CPA for the other
four years under examination. The examiners reviewed the CPAs’ workpaperts, copies
of which were incorporated into the examination as deemed appropriate.

A signed certificate of tepresentation for the Company was obtained during the
course of the examination. In this certificate, management attested to having valid title
to all assets and to the nonexistence of unrecorded labilities as of Decembet 31, 2019,

ORGANIZATION AND HISTORY

The Company (DBA Pioneer Western) was licensed by Arkansas on July 12, 1955, and
commenced business September 1, 1955. On December 31, 1960, American
Foundation Life Insurance Company of Atkansas was merged into Pioneer Western,
at which tiime the name was changed to American Foundation/Pioneer Western Life

Insurance Company. The name American Foundation Life Insurance Company was
adopted July 1, 1963.

"The Company was incotporated as Alabama Foundation 1.ife Tnsurance Company
under the laws of the State of Alabama on November 20, 1978, in order to
redomesticate the Arkansas insuter, American Foundation Life Tnsurance Company,
to Alabama. Under the terms of a merger agreement dated November 22, 1978,
redomestication to Alabama was accomplished. 'The Company then assumed the
name American Foundation Life Insurance Company.

The capital of the Company was $1,000,000 with 100,000 shates of $10 par value
common stock authorized, issued and outstanding, Capital was increased on
September 30, 1980, to $1,200,000 as the result of a $200,000 (20,000 shares of $10
pat value common stock) stock dividend. Also during 1980, the Company received a
surplus contribution of $2,285.419.

The Company merged with American Sentinel Life Tnsurance Company, a South
Carolina corporation, effective January 1, 1981. The name of the surviving Company

remained American Foundation Life Insurance Company.

On September 19, 1983, the ALDOI approved the acquisition of the Company by
Protective Life Corporation (PLC), then known as Protective Cotporation, and its
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subsidiaty Protective Life Insurance Company (PLICO). Immediately ptiot to this
acquisition, the Company’s capital was increased by the issuance of a new class of $1
pat value redeemable participating preferred stock, of which 2,000 shares wete
authorized and issued as a stock dividend. The transaction was recotded by crediting
paid-in capital with $2,000 and paid-in surplus with $1,998,000.

As provided for in the stock putchase agreement dated August 29, 1983, PLC
purchased the participating preferred stock, and PLICO purchased the common
stock. The participating preferred stock had a mandatory redemption provision
requiting redemption on September 30, 1991 for $2,000,000. This redemption petiod
was extended on September 25, 1991 for an additional five-year petiod or until
September 30, 1996, The Company amended the preferred stock to temove the
maturity date and changed the language in the stock issue to reflect that the stock was
redeemable at the disctetion of the Company.

Pursuant to the stockholders’ resolution dated Decembet 30, 1983, the Company’s
authotized capital was increased to $2,002,000, consisting of 2,000 shares of $1 par
value prefetred stock and 200,000 shates of $10 par value common stock. PLICO
was granted the additional authorized 80,000 shares of common stock ©...in
consideration of $800,000 of $1,489.566 contributed to the surplus...as authorized on
November 2, 1983...” Due to a partial liquidation distribution to the previous owner
of the Company and a surplus contribution in 1983, the Company’s paid-in and
conttibuted surplus was reduced to $6,200,000.

The Company’s authorized, issued and outstanding capital stock temained constant
since that time at 2,000 shares of $1 pat value participating preferred stock, and
200,000 shates of $10 par value common stock until July 15, 1998, when the
Company’s Board of Ditectors increased the number of authorized shares of
common stock from 200,000 shares to 500,000 shates. On August 18, 1998, the
Company’s Board of Ditectors declared a 25% stock dividend thereby increasing the
total 1ssued shates of common stock to 250,000 shates, or $2,500,000 par value.

On October 20, 1998, the Company’s Boatd of Directors changed the name of the
Company from American Foundation Life Insurance Company to Protective Life and
Annuity Insurance Company effective March 1, 1999.

The Company received a $100,525,865 capital contribution resulting in a year-end
1999 balance of $106,725,865. 'The Company received a capital contribution of
$70,000,000 during 2002, and the balance at year-end 2003 was $176,725,865. The
Company repotted in its 2003 Annual Statement Unassigned funds of ($70,496,363)
and special surplus fands of $6,815. The Company’s total reported surplus as of
December 31, 2003 was §106,236,317.



In 2000, the Company paid PLICO, an extraordinary dividend of $78,500,000 that
dectreased Gross paid in and conttibuted sutplus to $98,225,865. In 2007, another
extraordinaty dividend was paid to PLICO in the amount of $12,800,000, further
reducing Gross paid in and conttibuted surplus to $85,425,865. In 2009, PLICO paid
in $25,000,000 into the Company’s surplus, increasing the Gross paid in and
contributed surplus to $110,425,865. In 2010, the Company made a distribution of
$13 million to PLICO, which decreased the Company’s Gross paid in and conttibuted
sutplus to $97,425,865. In 2011, the Company made a distribution of $4.4 million to
PLICO, which decreased the Company’s Gross paid in and contributed surplus to
$93,025,8065.

On July 1, 2012, the Company merged with its affiliate, Protective Life Tnsurance
Company of New York (PLICONY) as part of a statutory merger. PLICONY was a
stock, legal reserve, life and accident & health insurer domiciled in the State of New
York. Permission for the merger was received both from the Alabama Department of
Insurance and New York Department of Financial Setvices. After the merger, the
Company remained as the sutviving legal entity, and PLICONY ceased to exist. With
this metger, the Company’s Gross paid in and contributed surplus increased to
$274,868,862.

In 2013, the Company made a distribution totaling $39.8 million to its parent, PLICO,
which decreased the Company’s Gross paid and contributed sutplus to

$235,068,862. In 2014, the Company made a distribution totaling $44.5 million to
PLICO, which decreased the Company’s Gross paid and contributed surplus to
$190,568,862 (reported at December 31, 2014),

The Company reported in its 2019 Annual Statement unassigned funds of
(¥86,579,901). The Company’s total repotted surplus as of December 31, 2019, was
$342,988,962.

The purposes and objectives of the Company, as stated in the Articles of
Incorpotation, as amended, shall be to:
...engage in any lawful business...and to transact the business of life, disability,
health and accident insurance and to issue annuities and endowments and every
othet kind of insurance in such places as may be approved by the Board of
Directors, subject to applicable regulatory approvals. .. .



MANAGEMENT AND CONTROL

Stockholders

The Company is a wholly-owned subsidiaty of Protective Life Insurance Company
(PLICO), 2 Tennessee stock corporation. PLICO is 100 percent owned by Protective
Life Corporation (PLC), a Delaware stock corporation.

The 2011 Amended and Restated Bylaws provide for the annual meeting of the
shareholders for the putpose of electing ditectors and for the transactions of such
othet business as may come before the meeting, The meeting shall be held at such
date and time durting the calendat year as shall be specified by resolution of the Board
of Ditectors. Special meetings may be called for any purpose by the Boatd of
Directors, Executive Commmittee ot the Chief Executive Officer.

Board of Directors

On June 17, 2019, the sole sharcholder elected the Company’s Board of Ditectors.
The members serving as of December 31, 2019 wete as follows:

Directors /Residence Principal Occupation

Richard Joseph Bielen Chairman, President and Chief Fxecutive Officer
Birmingham, Alabama Protective Life Corporation
Michael Gus Temple Vice Chairman and Chief Opetating Officer
Birmingham, Alabama Protective Life Corporation
Cazl Sitter Thigpen Executive Vice President and Chief Investment Officer
Birmingham, Alabama Protective Life Corporation
Lance Pierson Black Senior Vice President and T'reasuter
Birmingham, Alabama Protective Life Cotporation
Steven Glen Walker Executive Vice President and Chief Financial Officer
Birmingham, Alabama Protective Life Corporation
Officers

The officers serving as of December 31, 2019 were:



Name

Title

Richard Bielen Chairman of the Boatd, President and Chief Executive
Officer

Michael Temple Vice Chairman and Chief Operating Officer

D. Scott Adams Executive VP, Chief Digital and Innovation Officer

Mark Drew Executive VP and General Counsel

Nancy Kane Bxecutive VP, Acquisitions and Corporate Development

Carl Thigpen Executive VP and Chief Investment Officer

Steven Walker FExecutive VP and Chief Financial Officer

Gregory Alberti Senior VP and Managing Director, Advisoty Annuity

Channel

M. Lee Bartlett

Senior VP, Corporate Tax

Robett Bedwell Senior VP, Mortgage Loans

Max Berueffy Seniot VP and Senior Counsel

Lance Black Senior VP and Treasurer

Kevin Botie Senior VP and Chief Valuation Actuaty

Steve Callaway Senior VP, Senior Counsel, and Secretary

Sean Casey Senior VP and Cotporate Actuary

Scott Creutzmann Senior VP and Chief Compliance Officer

Mark Cyphert Seniot VP and Chief Information and Operations Officer
Stephane Goyer Senior VP and Head of Annuity Product Development
Wade Harrison Seniot VP and Chief Product Actuary

Matthew Kohler Senior VP and Chief T'echnology

Ron Laeyendecker

Senior VP, Executive Benefit Markets

Mary Pat Lawrence

Senior VI, Government Affairs

David Loper Senior VP and Seniot Counsel

Laura McDonald Sentor VP, Senior Housing

Mark McVeigh Senior VP, Life Insurance Sales

Michelle Moloney Senior VP and Chief Risk Officer
Christopher Moschner | Seniot VP and Chief Marketing Officer
Philip Passafiume Senior VP and Director of Fixed Tncome

Aaron Seurkamp

Serdor VP, Life and Annuity Executive

Batrie Stokes

Senjor VP and Senior Counsel

James Wagner

Senior VP, Annuity Sales

Paul Wells Senior VP, Chief Accounting Officer and Controller
Lucinda Williams Senior VP, Customer Fxperience

Michael Adams VP and Associate Actuary

Douglass Alexander VP, Investments

Matthew Baldwin VP, Market Planning
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Leigh Bern

VP and Projections Actuaty

Fdna Boatright VP, Marketing Shared Services
Kristi Breaux VP, Corporate Accounting
Barry Brown VP, Operations

Kenneth Byrd VP, Operations

Edwin Caldwell, TT VP, Acquisition Services

Raja Chakarvorty VP, Data Scienice

Duncan Cook VP, Risk Management

David Cottis Regional Vice President

Steve Cramer VP, Risk Management

Kimbetly Cutley VP, Executive Benefits Products

Ryan Dawkins

VP, Operations

Ross Eriksson

VP and Actuary

Nathan Eshelman

VP, Life Product Manager

Charles Evers, Jt.

VP, Cotporate Accounting and Assistant Secretary

Laura Foster

VP, Senior Counsel

Bradley Gabel VP and Chief Underwriting Officer

David Germany VP and Assistant Treasurer

Richard Hackett VP, Senior Counsel

James Hardeman VP and LAD Chief Financial Officer

Stephen Heacock VP, LLAD Financial Reporting

Richard Hotham VP and Managing Director Financial Institutions
Andrew Jenkins VP, Annuity Pricing Teader

‘Thomas Kacirck VP, Specialty Insurance Markets

Alex Kolumbus VP and Senior Counsel

Benjamin Laramee

VP, Life Marketing Strategy

Frank Lassiter

VP, Acquisitions and Capital Matkets

Gregory Lazar VP and Managing Ditector Execl Agency Markets
Alice Lowry VP, Corporate Tax
Anil Manji VP, Senior Actuary Risk

William McMullen, Jr.

VP, Corporate Accounting

Amy Mertler VP and Senior Associate Counsel Investments and
Assistant Sectetary

Letitta Morsch VP, Operations

David Napoli VP, Anmuity Product Manager

Loti Oswald VP, Corporate Accounting

Jason Otts VP, Chief Project Officer

David Petry VP, Corporate Strategy Development

A. Craig Phillips

VP, Statutory Reporting and Assistant Secretary
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Kevin Powell

VP, Actuarial Controller

Francis Radnoti

VP, Head Life Product Development and Designated
Iustration Actuary

Alisha Reed VP, Marketing Strategy

‘Leresa Schultz VP, Matketing Program Delivery
Leslie Self VP, Corporate Modeling

Mary Simmons VP and Experience Actuaty

Stuart Smith VP and Valuation Actuary
Katherine Tierney VP and Senior Distribution Partner

E. Allen Thompson

VP, Chief Information Secutity Officer and Primary
Intelligence/Information Officer NYDOI

Timothy Wood VP, Life Insurance Risk
Michelle Woods VP, Creative Services

Barbra Aland 2" VP and Actuaty

Thomas Angelillo 2" VP, Investment Securities
Mahmound Barat- 20d VP, Actuatial

Marnani

Brooke Brandt 2" VP, Finance and Accounting

Frin Brooks

2 VP and Associate Counsel

Erin Brown

2" VP, Annuity Marketing Strategy

Jeannine Brown

2 VP and Actuary

Allen Bull 2 VP and Actuary

Richard Byrne 2 VP and Actuary

Adam Campbell 2" VP, Investment Operations

Brian Campbell 2" VP and Actuary

Brett Carmichael 2 VP and Nadonal Account Manager
Patricia Cobb 2°4 VP, Cash Management

John Cropenbaker 2" VP, Distribution Operations

Rindy Culyer 2" VP, Web Services and Marketing Technology
Leonard Cutchen 2" VP, Financial Reporting

Alan Davis 2" VP and Associate Actuary

Willie DeVold 24 VP, Operations

Valary Dornfeld 27 VP, Operations Services

Shanon Dudney 20 VP, Financial Reporting

Chrissy Dunning 224 VP, Internal Sales

Phillip Earle 224 VP and Chief Financial Actuarial, LAD
Troy Elliott 204 VP, Risk Management

Alika Ezell 2" VP, Enterprise Solutions Architect
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Misty Frey 2" VP, Specialty Insurance Markets Business
Development & Matketing
Robert Fulcher 24 VP, Matketing Strategy

(Gina Goodreau

22 VP, Specialty Insurance Operations

Diane Griswold

204 VP, Investments

Steve Grondin 2" VP and Actuary

Jeffrey Halwes 2" VP, Reinsurance

Ramey Harrell 2™ VP, Market Research

Nathan Jeppson 2" VP and Actuary

Tara Jonsson 2™ VP, Distribution Operations

Russell Kolmin 2 VP and Actuary

Jamie Lane 2" VP, Investment Operations

Andrew Light 2" VP and Directot RROC Operations

Maty Madden 2 VP and Actuaty

Anne McSotley 2" VP, Service Management and User Fxpetience
Allison Matciano 2°4 VP, Marketing Communications

Ellen Michael 2" VP, Matketing Strategy

Clifton Neal 22 VP, Reinsurance

Collin Newberty 2" VP, Cotporate Accounting

Greg Ordonez 2" VP, National Accounts Executive Benefits

Kurt Ozier

2" VP and Actuaty

Jonathan Prince

2" VP and Actuaty

Michael Rebholz 22 VP, Operations
Gregory Roventini 20 VP and National Sales Director
John Schumacher 2" VP and Actuary

Gerald Stewart

2°4 VP and Associate Actuary

Jeffrey Straight

2°4 VP and Underwriting Manager

M. Kevin Sullivan

2" VP, Compliance and Secondary
Intelligence/Information Officer, NYDO

Robert Summa

2" VP and National Account Manager

Sherri Thrasher

20 VP, Financial Reporting

Mark Wilson 224 VP, Application Systems

Choung Yang 22 VP and Actuary

Shree Adhikari Assistant VP and Actuary

Garett Bailey Assistant VP and Divisional Sales Manager

Mark Barnum

Assistant VP and Underwriting Manager

Spencer T. Beattle

Assistant VP, Projection Analyst

Krtistin Blake

Assistant VI and Underwtiting Manager

Grant Brigpes

Assistant VP, Lists and Data
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Sara Brittingham

Assistant VP, Life Marketing Strategy

Joseph Burns

Assistant VP, Matketing Analytics

George Cash

Assistant VP, Compliance and Compliance Officer for
Hustrations

Matc E. Cavadel

Assistant VP, Senior Contract Analyst

Jeechyng Chow Assistant VP and Actuaty

Benjamin Coffman Assistant VP, Financial Reporting

Christopher Cooper Assistant VP, Annuity Systems

Magdalena Diedrich Assistant VP and Actuary

William Ehrbar Assistant VP, Application Development Management
Christopher Figaro Assistant VP and Actuary

Leah Fitts Assistant VP, LAD Accounting

Carrie Folger

Assistant VP and Life Relationship Manager

Tammy Foshee

Assistant VP, Business Architect

Scott Hinton

Assistant VP, Underwriting Manager

Janet Hollingsworth Assistant VP, Policy Revisions

Daniel Hobson Assistant VP, Application Development Manager
Melba Horton Assistant VP, Business Systems Development
William Johnston Assistant VP and Actuary

Matthew Kenny Assistant VP and Divisional Sales Manager
Nathan Kimbrell Assistant VP and Aciuary

Kathryn King Assistant VP, Core Marketing Management
Daniel Ledlow Assistant VP, Operations Services

Donald Letderman

Assistant VP, Claims

Carol Majewski

Assistant VP, Compliance

Timothy Mugray BGA Regional VP

Noah Naccatrato Assistant VP and Actuary

Joseph Parks Assistant VP, Corporate Accounting
Lenora Pepe Assistant VP, Claims Operations
Lisa Ramsey Assistant VP, Meetings and Fvents
David Robison Assistant VP, Internal Sales

Frank Reuter

Assistant VP and Underwriting Manager

Susan Sanders

Assistant VP and Anquity Relationship Manager

Judy Sezemsky Assistant VP and Program Managet
Lisa Sharp Assistant VP, Competitive Intel
Brian Stevens Assistant VP, Operations

Kathrine Thomas Assistant VP, Print Fulfilment
Matthew Vovk Assistant VP, Marketing Intel
Douglas Wernke Assistant VP, Creative Director

12




Patrick West Assistant VP and Senior Manager Insurance
Administration

Tom Wilkinson Assistant VP and Actuary

Fric Windsot Assistant VP, Cotporate Accounting

John Wirthlin Assistant VP and Actuary

Gary Wooley Assistant VP, Completive Intel

Martha Cartlson Annuity BD and DSM

Jeanne Barlow Assistant Secretary

Susan Hdge Assistant Secretary

Felicia Lee Assistant Secretary

Louis Frost Medical Director

Michael Hoye SPO Annuity Sales

Cartie Lines Digital SME SIS Matketing

‘Tammy Robins Managing Director Business Development

Matthew Williams Practice Management Consultant

Dow Walker Director 1T, LAD Accounting
Committees

The Bylaws state, “The Board of Directors may, by resolution(s), adopted by a
majority of the full Board of Ditectors, designate one or more committees, each
committee to consist of one or mote of the Directots of the Company...shall have and
may duting intervals between the meetings of the Boatd exercise the powers of the
Boatd of Directors in the management of the business and affairs of the Company...”

Executive Committee

The following Board members wete elected to serve as the Executive Committee:
Richard Joseph Bielen
Michael Gus Temple

Audit Committee

The Audit Committee of PLC served as the Company’s audit committee pursuant to
ALA, ADMIN CODE 482-1-141-.03 () (2019). The following wete the membets of
this committee at December 31, 2019:

Vanessa Leonard

William A. Terty

W. Michael Warren, Jt.
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Conflict of Interest

Protective Life Corporation (PLC) and all its subsidiaties have adopted a Code of
Business Conduct and Conflict of Interest Policy that tequites all companies to be in
compliance with all laws and regulations that are applicable to its business at all
governmental levels. The policy requites that all directors and employees should
conduct business of the Company on the highest ethical level and be free from
conflicting interests and relationships. The policy requites all ditectors and exempt
employees of the Company, to annually review and certify their compliance with the
Code of Business Conduct and to report all information that may be relevant to
determine the existence or likely development of a significant conflict of interest.
Reports and certifications are required at the time of appointment of Officers and
Ditectors and annually. All employees are to report immediately any changed
circumstances which would cause the information in the most tecent petiodic report
to become misleading, incomplete ot outdated. Reports and certifications are
submitted to the General Counsel and reviewed annually with the Audit Committee,

The conflict of interest statements filed by the Company’s directors and officers
during the examination period wete reviewed. No conflicts were noted; however in
2019, the Company did not provide a conflict of interest certification for an

officer. Conflict of interest certifications wete provided for this officer for the other
years under examination that he was an officer with no conflicts noted.

CORPORATE RECORDS

The Articles of Incorporation and Bylaws, as amended, were inspected during the
course of the examination and appeated to provide for the opetation of the Company
in accordance with usual corporate practice and applicable statutes and

regulations. No amendments were made to the Company’s Articles of Incorporation
not its By-laws during the examination period.

The minutes of meetings of the Stockholder, Board of Directors and Fxecutive
Committee wete reviewed for the period under examination. The minutes reflected
the approval of investment transactions occurting duting the examination period,
approval by the Board of the Executive Committee Actions, and a teview of the Audit
Committee Minutes of Protective Life Corporation. The minutes appeared to be
complete with regard to actions taken on matters before the respective bodies for
deliberation and action.
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HOLDING COMPANY AND AFFILIATE MATTERS

Holding Company

The Company is subject to the Alabama Insutance Holding Company Regulatory Act
as defined in ALA. CODE § 27-29-1 (1975), as amended. Approptiate filings required
under the Holding Company Act ate made from time to time on behalf of the
Company by Protective Life Corporation. A review of the filings duting the period
under review indicated that appropriate disclosures were included regatrding the
Company.

Dividends/Distributions to Shareholders

The following dividends/distributions wete paid to the Company’s parent, Protective
Life Insurance Company (PLICO), duting the cuttent examination period:

2019 $ 0
2018 $ 0
2017 $34,600,000
2016 $32,000,000
2015 $ 0

Management and Service Agreements

‘The Company had various management and service agreements in effect with
affiliated companies at December 31, 2019. The following agreements wete approved
by the Alabama Department of Insurance and were in effect at year-end 2019:

Administrative Services Agreement — West Coast Life Insurance Company

The Company entered into an administrative services agreement with West Coast Life
Insurance Company (WCL) on October 3, 2003,

WCL agrees to provide administrative services for cettain term and universal life
insutrance business of the Company. These setvices include: matketing, compliance,
policyholder services, policy issuance, accounting and financial reporting, licensing
and commission payment, underwriting, and other setvices the Company may
teasonably tequest with respect to the business. The Company agrees to reimburse
WCL at cost for setvices and facilities provided by WCL. The charge to the Company
for such services shall include all ditrect and indirect allocable expenses. WCL shall be
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tesponsible for maintaining full and accurate accounts and records of all services
rendeted. The agreement can be terminated by either party by giving sixty days prior
wiitten notice to the other party, unless both parties agree in writing to a shotter
advance notice petiod.

Administrative Services Agroement — Protective Life Insurance Company

The existing agreement dated November 3, 2005 was amended and restated on Aptil
2, 2018 between Protective Life Insurance Company (PLICO) and the Company.

PLICO agrees to provide administrative setvices for certain term and other insurance
business of the Company. These services include: marketing, compliance, policy
administration, claims processing, underwriting, policy issue, accounting and financial
reporting, licensing and commission payment, actuatial, and general and
administrative services (such as mail services, property management, and other office
services as may be requested).

The Company agrees to reimburse PLICO at cost for setvices and facilities provided
by PLICO pursuant to the agreement. The charge to the Company for such services
shall include all directly and indirectly allocable expenses. PLICO shall submit to the
Company within fifteen days of the end of each calendar quarter a written statement
of the amount estimated to be owed by the Company for the Services and Facilities
provided pursuant to the Agreement in that calendar quarter, and the Company shall
pay PLICO within fifteen days following receipt of such written statement the
amount set forth in the statement. The agreement can be terminated without cause
by cither patty upon giving sixty days ptior written notice to the other party, unless
both patties agree in writing to a shottet advance notice petiod; provided that
clectronic data processing setvices shall not be tetminated by either party until 180
days ot more advance written notice of termination.

Agreement for Data Processing Programming Services — Protective Life Corporation

This agreement was entered into on November 1, 1987, between Protective Life
Cotporation (PLC) and the Company.

The term of the agreement was initially for twelve months, beginning on November 1,
1987, automatically renewable on each anniversary. Fither party shall give the other
patty written priot notice of at least sixty days prior to the end of any term of its
intent not to renew this agreement for another term.
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Appropriate cost of data processing programming setvices provided by PLC shall be
billed by PL.C, and the Company agrees to pay at such time and such cost as set out
by PLC on statements it will furnish to the Company. Such cost shall be determined
by allocating the expenses incurred by PLC fort providing the data processing
programming services based upon a percentage of the amount of time spent in
petfotming said services for the Company by PL.C’s petsonnel multiplied by rates for
such setvices in effect. These rates may be adjusted at any time by PLC, provided the
Company teceives a copy of the adjusted rate schedule within thitty days of any such
change. Such cost shall be accumulated and settled monthly.

Agreement for Investment Services — Protective Life Corporation

This agreement was entered into on October 3, 1983, between Protective Life
Cotporation (PLC) and the Company.

The term of this agreement was for an initial tetm of twelve months, automatically
renewable on each anniversary, Fither patty will give the other written notice, at least
sixty days priot to the end of any term, of its intent not to renew this agreement for
another term. 'The Investment Department of PLC agrees to reseatch and analyze
investment opportunities with respect to funds of the Company which require
investment or reinvestment and to execute the purchases ot sales of said investments.
All transactions shall be reported to and are subject to ratification by the Company’s
Boatd of Directors. PLC’s Tnvestment Department shall be authorized to collect and
transmit to the Company any and all amounts paid on such investments, and to
manage such investments and reinvestments for the benefit of the Company.

The Investment Department of PLC futther agtees to provide and maintain
documentation necessary for the preparation of accounting records and any required
teports needed monthly, quartery, or as part of statutoty annual filings. Charges for
all investments setvices shall be computed and settled monthly as follows:

Bonds 512% of interest income collected
Mortgages 512% of all income collected on the
mortgage loans serviced and an
additional fee of 1%2% of the initial
asset value of each new mortgage
loan added to the mottgage
portfolio of the Company
Preferred Stock 5V2% of dividends collected
Common Stocks Quarterly fee of .125% of the
market value of the Company’s
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common stock portfolio at the end
of the preceding quarter

Real Estate 512% of income received on real
estate serviced
Other Invested Income 512% of income received

'The above stated fees do not include third party fees for activities or services rendered
on investments other than the contractual service fees to mortgage loan service agents
and equity advisors of PLC. On January 4, 1984, the agreement was amended to
include the following provision: “The above stated fees do not include thitd party fees
for activities or services rendered on investments such as the contractual setvice fees
to mottgage loan service agents.”

On January 3, 2011, the agreement was amended as follows:
PLC will submit to the Company within fifteen days of the end of each month
the amount owed by the Company for investment services rendeted pursuant
to this agreement. The Company will pay within fifteen days following receipt
of such amount. Payments made by the Company to PLC will be settled
through intercompany accounts. If the agreement is terminated, a final

accounting of amounts due will be settled within ninety days after the effective
date of the termination.

Agreement for Legal Services — Protective Life Corporation

This agreement, effective January 1, 2004, is between the Company and Protective
Life Corporation (PLC).

PLC agrees to provide legal setvices for the Company including, but not limited to,
general cotporate legal work, insurance related legal work, regulatory work, litigation
supervision and contracts, PLC agtees to maintain sufficient facilities and trained
personnel of the kind necessaty to perform services under this agreement. PLC shall
be responsible for maintaining full and accurate accounts and records of all services
tendered. The Company agrees to reimburse PLC at cost for services provided.
Charges for such services shall include all direct and indirectly allocable

expenses. .Any and all actions taken or advice ot services provided by PLC ate subject
to the continnous supetvision and approval of the Board of Directors and officers of
the Company. FHither party may terminate this agreement by providing written notice
sixty days in advance, unless both parties agree in writing to a shorter advance notice
petiod.
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Amendment and Clarification of the Tax Allocation Agreement

The Tax Allocation Agreement dated January 1, 1988 by Protective Life Corpotation
(PLC) and each of its subsidiaties was amended, effective December 31, 1988, in its
entitety for the putpose of clarification to include the following provisions.

The patent and the subsidiaties will file a consolidated federal income tax return so
long as they are eligible to file such teturns. For any taxable year for which a
consolidated federal income tax teturn is filed, the parent agtees to prepate and file
such returns and other appropriate documents as deemed necessaty, For each taxable
year for which the group files a life/non-life consolidated tetutn, the group will be
comprised of two sub-groups, non-life and life. Fach subsidiary will calculate its tax
liability as if it had filed its federal income tax teturn on an individual basis. If a
subsidiaty incurs a tax loss, ot generates a tax credit that can’t be used to offset the
current yeat tax liability, the subsidiaty shall only be entitled to a current benefit for
such loss ot credit to the extent the loss or credit can be carried back and used in
determining the ptrior yeat’s tax lability for said Company. If the subsidiaty’s tax loss
or credit can’t be catried back and used to determine the prior year’s tax liability, then:
the amount will be cattied forward on a separate Company basis. Any carryforwards
shall not expire unless the amount is not utilized in the consolidated feturn.

The agreement applied to all taxable years ending on ot after December 31, 1988.
This agreement shall apply to any corporation which becomes a member of the group.

Guaranty Agreement — Protective Life Insurance Company

Effective October 27, 1993, Protective Life Insurance Company (PLICO) guaranteed
that Protective Life and Annuity Insurance Company (PLAIC ot Company) will pay
all insurance policy claims made by the holders ot beneficiaries of the Company’s
insurance policies in accordance with the terms and conditions of the

policies. PLICO unconditionally guaranteed the due and punctual payment to the
policyholders according to the following:

All obligations of American [the Company] to the Policyholdets arising
under the terms and conditions of any insurance policies issued by
American [the Company] from the date hereof until the date this
guaranty is tetminated pursuant to the ptovisions hereof (the
“policies”). It is specifically agreed and understood that this guaranty
shall in no way expand the Policyholders’ rights, but shall merely
guarantec the payment of all amounts otherwise due them pursuant to
the tetms of the insurance policy they are claiming under.
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"This agteement shall remain in full force and effect until the eatlier of (a) when the
Company achieves a claims paying rate equal to or better than the Guatantor or (b)
ninety days after it is revoked or terminated by a written instrument, signed by the
Guarantor. Hven after any revocation or termination by such notice, this guaranty
shall be and remain effective as to any policies then outstanding. The agreement was
amended on Apil 4, 1998, to include the following:

"This guaranty may be enforced only if American [the Company] is
unable to pay its obligations when as they become due, or if American
[the Company] in [sic| placed in rehabilitation, teceivership, liquidation
ot similar proceeding, This guaranty may be enfotced only by American
[the Company] or its successor (including without limitation its
rehabilitator, receiver ot liquidator).

Otrganizational Chart

The following presents the identities of and the intertelationships among all affiliated
persons within the Insurance Holding Company system at December 31, 2019.
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DIVIDENDS TO POLICYHOLDERS

The Company paid policyholder dividends in the following amounts during the period
under examination,

DIVIDENDS

YEAR PAID
2019 $1,074,519
2018 $1,596,727
2017 $ 71,745
2016 $ 65,446
2015 $ 68,365

EMPLOYEE AND AGENT WELFARE

The Company did not have employees at December 31, 2019; thetefore, it had no
employee benefit plans. All functions of the Company were petformed by employees
of Protective Life Corporation and Protective Life Insurance Company via
administrative services agreements. Further comment on these contracts is included
in this report under the caption “Management and Service Agreements” on page 15.

COMPLIANCE WITH 18 U.S.C. § 1033 (ALA. ADMIN. CODE 482-1-146-.11
(2009))

According to 482-1-146-.11 (2009), “(1) A Section 1033 insuret subject to the
Commissionet’s examination authority shall have and apply the following: (a) An
internal procedure for determining, by means of background checks ot investigations
ot otherwise, whether applicants for employment or individuals with whom the
msurer intends to contract for activities in the business of insurance, whether or not
in a capacity requiring a license, have a felony conviction for a Section 1033

offense. (b) An internal procedute after initial employment or contracting, applied on
a periodic basis, to ascertain the existence of a felony conviction for a Section 1033
offense. (c) An internal procedure for assuring that affected employees ot individual
contractors have obtained and hold any required Section 1033 consent during the
petiod of employment or contracting.” The Company requires background checks
for each of its employees at their hire date and to complete an attestation annually
tegarding Section 1033, "T'he Company was determined to be in compliance.
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SPECIAL DEPOSITS

At December 31, 2019, as requited ot permitted by law, the Company maintained the
following deposits with the respective statutoty authorities.

States and Territories Book Value Fair Value

Alabama $1,487,961  $1,534,043
Arkansas 4,166,290 4,295,319
Georgia 99,197 102,270
Massachusetts 99,197 102,270
New Mexico 247993 255,674
Notth Carolina 398,722 406,744

Total $6,499.360  $6.696,320

FINANCIAL CONDITION/GROWTH OF THE COMPANY

The following table sets forth the significant items indicating the growth and financial
condition of the Company for the period under review:

Admitted Capital & Premiums
Year Assets Liabilities Surplus Earned

2019 $5,998,821,965  $5,653,331,003  $345,490,962  $1,339,176,818
2018 5,108,664,276 4,840,404,297 268,259,979 3,190,493,131
2017 2,076,543,564 1,920,641,610 155,901,955 248,725,388
2016 1,959,837,446 1,787,836,824 172,000,622 55,148,358
2015 2,007,267 ,437 1,834,071,976 173,555,461 47,504,326

MARKET CONDUCT ACTIVITIES

Plan of Operation

In July 2004, the Company made the business decision to stop writing business in
Alabama opting to only sell and market its products in the state of New York. ‘The
Company’s lines of business included life, disability, health and accident insurance and
they issued annuities and endowments.
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Territory

As of December 31, 2019, the Company was licensed to transact business in the
following states: Alabama, Atizona, Arkansas, California, Colorado, Florida, Georgia,
Minois, Indiana, Iowa, Kansas, Kentucky, Louisiana, Massachusetts, Michigan,
Mississippi, Missouri, Nebraska, Nevada, New Mexico, New York, North Carolina,
Ohio, Oklahoma, Oregon, South Carolina, Tennessee, Texas, Utah, Virginia and
Washington.

"The examiners determined that the Company only wrote business in the states where
it was licensed and authorized.

Underwriting and Rating

In July 2004, the Company made the business decision to cease writing business in
Alabama opting to only sell and market its products in the state of New York. There
were no policy form filings or underwriting guidelines for Alabama during the
examination petiod.

Marketing and Advertising

In 2004, the Company made the business decision to cease selling its products in
Alabama, and to solely advertise, market and sell its products in the state of New
Yotk. As such, there were no advertising or matketing materials disseminated in
Alabama nor was a certificate of compliance filed with the Alabama Department of
Insurance during the examination petiod.

Claims Handling

The examiners reviewed the Alabama paid and closed claims during the examination
period. The Company had no resisted, denied or litigated Alabama claims during the
examination period.

During the examination period, thete were 65 Alabama paid and closed claims. These
claims wete reviewed for complete documentation and timeliness of payment in
accordance with ALA. ADMIN., CODE 482-1-124-.03 (2003) and 482-1-124-.04
(2003), which stipulates the requirements for payment of life and accident and health
claims. ‘The examiners noted one claim that was paid in error without proper claims
documentation in the file. According to ALA. ADMIN. CODE 482-1-124-.03 (b)1.
(2003), “For life insurance and annuitics: The file or files containing the notice of
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claim, claim forms, proofs of loss, medical records, correspondence to and from
insuteds and claimants or their representatives, claim investigation documentation,
claim handling logs, copies of checks ot drafts, check numbers and amounts, releases,
correspondence, all applicable notices, and correspondence used for determining and
concluding claim payments or denials, any written communication, any documented
ot tecotded telephone communication telated to the handling of a claim, including the
investigation, and any other documentation, maintained in a paper ot electronic
format, necessary to suppott claim handling activity.” To rectify this error, the
Company reinstated the policy.

Producer Licensing

Thete were no licensed and appointed producers in the state of Alabama at December
31, 2019, as the Company made a business decision on July 29, 2004 to terminate all
of its Alabama producers and only write business in the state of New York.

Policyholder Complaints

During the examination petiod, the Company documented one Alabama complaint in
its complaint register. The remaining 61 complaints wete filed in the following states:
Atizona, California, Flotida, Matyland, Michigan, Mississippi, Nevada, New Jetsey,
New York, Pennsylvania, Rhode Island, Tennessee, Texas, and Virginia.

The Company appropriately maintained the following information in its complaint
register: line of business, function and reason for the complaint. "The Company’s
responses fully addressed the issues raised, and the complaints were appropriately
resolved within the required timeframe. The Company recorded all complaints, both
consumet direct and from the Department of Insurance. Based on the review of the
Company’s complaint procedures, it was determined that the Company had a
sufficient method for the distribution of and obtaining and recording responses to
complaints.

. Compliance with Privacy Policies and Practices

'The Company does not disclose any nonpublic personal financial or health
information to nonaffiliated third parties unless they have permission, or are allowed
ot tequired by law. The Company’s Privacy Notice disclosed the types of information
collected, the way the information is used, the manner in which information is
collected and how the information is protected. The Company had appropriate
policies and procedures in place for the protection against the disclosute of member
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nonpublic personal medical information. The Company had adequate controls in
place for the employees that handled personal information. The Company complied
with the privacy tequirements of ALA. ADMIN. CODE 482-1-122 (2001).

REINSURANCE

The Company assumed and ceded reinsurance under a number of agreements at
December 31, 2019. 'The examination of vatious contracts was limited to those
contracts that were matetial and were executed during the examination petiod.

Reinsurance Assumed

The Company entered into two matetial assumption contracts with Lincoln Life
Assurance Company of Boston and Great-West Life & Annuity Insurance Company
of New York during the examination petiod.

Lincoln Life Assurance Company of Boston

On May 1, 2018, The Lincoln National Life Insurance Company (“Lincoln Life™)
completed its previously announced acquisition (the “Closing™) of Liberty Mutual
Group Inc’s (“Liberty Mutual”) Group Benefits Business and Individual Life and
Annuity Business (the “Life Business™) through the acquisition of all of the issued and
outstanding capital stock of Tiberty Life Assurance Company of Boston (“Liberty™).
As of May 1, 2018, PLAIC entered into a reinsurance agreement with Liberty Life
Assurance Company of Boston. Pugsuant to the Reinsurance Agreement, Liberty
ceded to PLAIC the insutance policies related to the Life Business on a 100%
coinsurance basis for all policies issued in the state of New York. As of December
31, 2019, this accounts for approximately $2,567,000,000 of assumed teserves,
$12,000,000 of Modified Coinsurance resetves and approximately $91,000,000 of
assumed premiums.

Great-West Life & Annuity Insurance Company of New York

On January 23, 2019, PLAIC enteted into a Master Transaction Agreement with
Great-West Life & Annuity Insurance Company of New York, pursuant to which
PLAIC acquired via substantially all of the Great-West’s individual and group life and
A&H insurance and annuity business, except for the Separate Account business,
which was assumed via 2 Modified Coinsurance (“MODCO”) agreement. On June 3,
2019, PLAIC completed the Transaction. As of December 31, 2019, this accounts for
approximately $646,000,000 of assumed reserves, $263,000,000 of Modified
Coinsurance tesetves and approximately $900,000,000 of assumed premiums.
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Reinsurance Ceded

The Company did not enter into any matetial or significant reinsurance ceded
agreements during the examination petriod. As reflected in Schedule S- Pat 3, the
amounts ceded were as follows:

® Reserve credit taken — Current year of $186,573,559 and Modified coinsurance
reserves - $186,467,220,

® Unearned premiums accident and health of $1,248 and Resetve credit taken other
than for unearned premiums of $291,499.

ACCOUNTS AND RECORDS

The Company’s principal accounting records were maintained by computer.
Management and record-keeping functions were performed by personnel and facilities
of the Protective Life Cotpotation (PLC) and Protective Life Insurance Company
(PLIC) under various management and setvice agreements, Further discussion of the
aforesaid agreements is included under the caption “Management and Setvice
Agreements” on page 15,
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FINANCIAL STATEMENT INDEX

The financial statements included in this report were based on the statutory financial
statements filed by the Company with the Alabama Department of Insurance and
present the financial condition of the Company for the period ending December 31,
2019. "The accompanying comments on the financial statements reflect any
examination adjustments to the amounts reported in the annual statement and should
be considered an integral part of the financial statements.
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PROTECTIVE LIFE AND ANNUITY INSURANCE COMPANY
STATEMENT OF ASSETS
For the Year Ended December 31, 2019

ASSETS

Bonds

Preferred stocks

Commeaon stocks

Mortgage loans on teal estate: First liens
Cash, cash equivalents, and shott-term investments
Contract loans

Detivatives

Other invested assets

Receivables for securities

Agpregate write-ins for invested assets
Subtotals, cash and invested assets

Investment income due and accrued

Uncollected premiums and agents’ balances in the course
of collection

Deferred premiums and agents’ balances and instaflments
booked but deferred and not yet due

Amounts recoverable from reinsurers

Other amounts receivable under teinsurance contracts

Current federal and foreign income tax recoverable and
interest thereon

Net deferred tax asset

Guaranty funds receivable or on deposit

Health cate and othet amounts receivable

Aggregate write-ins for other than invested assets

Total assets excluding Separate Accounts, Segregated
Accounts and Protected Cell Accounts

From Separate Accounts, Segregated Accounts and
Protected Cell Accounts

Total

33

Assets Nonadmitted Net
Assets Admitted
Assets
$5,395,862,008  § - $5,395,862,008
21,301,265 21,301,265
590 590
96,994,166 96,994,166
136,168,423 136,168,423
55,217,388 90,171 55,127,217
7,422,563 7,422,563
18,295,697 18,293,697
71,345 71,345
1,191,032 - 1,191,032
$5.732,524,568 $ 90,171  $5.732.434.397
53,144,395 53,144 395
2,274,029 $ 69448 § -2,343477
5,712,522 5,712,522
4,742,676 4,742,676
1,876,355 21 1,876,334
4,135,359 4,135,359
66,368,599 48,341,573 18,027,026
2,511 2,511
275,048 275,048

1,063,895 45 222 1.018.673
5,867,571,900 48,821,484 5818750416
180,071,549 - 180,071 549
$6,047,643.449 $48,821.484 $5,998,821 965



THE NOTES TO FINANCIAL STATEMENTS ARE AN INTEGRAL PART THEREOF.
PROTECTIVE LIFE AND ANNUITY INSURANCE COMPANY
STATEMENT OF LIABILITIES, SURPLUS AND OTHER FUNDS

For the Year Ended December 31, 2019

LIABILITIES

Aggrepate reserve for life contracts

Aggregate reserve for accident and health contracts

Liability for deposit-type contracts

Contract claims:

Life

Accident and health

Policyholders’ dividends/refunds to members

Policyholders’ dividends and refunds to members apportioned for payment
Premiums and annuity considerations for life and accident and health contracts

received in advance less accident and health premiums

Contract claims not included elsewhere:

Other amounts payable on reinsurance

Interest maintenance reserve

Commissions to agents due or accrued

Commissions and expense allowance payable on reinsurance assumed
General expenses due ot acctued

Transfers to Separate Accounts due or accrued

Taxes, licenses and fees due or accrued

Unearned investment income

Amounts withheld or retained by reporting entity as agent or trustee
Remittances and items not allocated

Miscellaneous liabilities:

Asset valuation resetve

Reinsurance in unauthorized and certified companies

Payable to parent, subsidiaries and affiliates

Detivatives
Aggregate write-ins for liabilities

Total liabilities excluding Separate Accounts business

From Separate Accounts Statements

Total liabilities

CAPITAL AND SURPLUS
Common capital stock

Preferred capital stock

Gross paid in and conteibuted sugplus
Unassigned funds {surplus)

Surplus

Total Capital and Surplus

TOTAL LIABILITIES, CAPTTAL AND SURPLUS

$5,319,757,674
2,384,552
26,834,542

20,270,686
11,128
11,648

948,425

172,853

1,529,281
51,498,447
754,136
101,975
103,156
-7,409,660
309,701
787,333
2,962,145
11,873,007

24,318,162
6,219
9,367,403
4,870,010
2,000,582
$5,473,259 454
180,071,549
$5.653 331,003

2,500,000
2,000

429,568 862
-86,579,901
342 988,962

$ 345490962

$5.998 821 965

THE NOTES TO FINANCIAL STATEMENTS ARE AN INTEGRAL PART THEREO¥.
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PROTECTIVE LIFE AND ANNUITY INSURANCE COMPANY
SUMMARY OF OPERATIONS
For the Years Ended December 31, 2019, 2018, 2017, 2016 and 2015

Premiums and annuity considerations of lifc and accident
and health contracts

Considerations for supplementary contracts with life
contingencies

Net investment income

Amortization of Interest Maintenance Reserve

Scparate Accounts net gain from operations excluding
unrealized gains or losses

Commissions and expense allowances on reinsurance ceded
Reserve adjustments on reinsurance ceded

Miscellaneous income:

Income from fees associated with investment management,
administration and contract guarantees from Separate
Accounts

Agpregate wite-ins for miscellaneous income

Total

Death benefits

Matured endowments

Annuity benefits

Disability benefits and benefits under accident and health
contracts

Coupons, guaranteed annual pure endowments and similar
benefits

Surrender benefits and withdrawls for life contracts
Interest and adjustments on contract or deposit-type
contract

fonds

Payments on supplementary contracts with life
contingenicies

Tncrease in aggregate reserves for life and accident and
health contracts

Totals

Commissions on premiums, annuity considerations, and
deposit-type contract funds

Commissions and cxpense allowances on teinsurance
assumed

General insurance expenses and fraternal expenses
Insurance taxes, licenses and fecs, excluding federal income
taxes

Increase in loading on deferred and uncollected premiugms
Net transfers to or (from) Separate Accounts net of
reinsurance

Aggregate wirite-ins for deductions

Totals

Net gain from operations before dividends te policyholders
refunds to members and federal income taxes

Dividends to policyhelders and refunds to members

Net gain from operations after dividends to policyholders,
refunds to members and federal income faxes and before
realized capital gains or (losses)

Pederal and foteign income taxes incurred

Net gain from operations after dividends to policyholders,
refunds to members and federal income taxes and befor
realized capital gains or (losses)

Net realized capital gains (losses) less capital gains tax

Net income

£

2019 2018 2017 2016 2015
$1,339,176,818  $3,190,493,131  §248,725388  $55148358  $47,504,326
901,138 1,848,952 810,334 1,571,749 1,033,142
217,920,180 159,596,727 83,739,194 85743833 89422396
4,138,440 3,135,591 2,519,623 2,950,854 2,592,694
302,645 291,772 642,954 990,264 734,613
3,064,246 3,178,674 3,056,775 3,049,096 3,276,582
-17,689,901 19,050,788 -18,144,222 16,189,663  -19,755709
4,757,078 5,149,437 5,290,411 5,346,888 5,487,563
3,175,571 731,900 760,563 702,489 775,638
$1.555.746,215  $3.344.791.852  $327.401,019 $139313869  $129.602.020
97,233,260 71,343,591 14,497,038 12,761,508 12,458,344
92,930 89,408 43,479 30,383 24318
21,995 271 20798997 16,580,266 17,862,849 24254615
725,576 742,269 691,382 797,758 889,870
31,772 19,487 6,435 4,958 5,063
345,133,986 263,648,353 120,220,873 97,360,985 107,066,203
2,772,515 2,004,642 406,213 366,771 316,190
1,121,852 851,307 1,003,128 708,320 538439
769250450 2898685604 131028635  -40701952  -72.661.064
$1.238357.613 $3.258,183.657 $284477449  §89.161581 372801078
13,463,974 13,535,061 9,078,982 3,024,975 4,313,070
16,167,004 140,559,162 14,238 10,551 15,979
24,253,909 19,187,844  12,002.212 7,638,968 7,152,311
3,977,789 3,177,087 625,525 1,208,631 1,357,579
208,277 96,989 2,216 12,348 83,674
20,448,638 17335549 15267737 11306919 2,669,873
238,544,408 1,694 3,813 15.341 124,600
$1.514.107,782  $3417.405896 $201.022265  $90.670779  $83.269.326
41,638,433 72,614,044 36378754 48643089  46332,694
1,074,519 1,596,727 71,745 65.446 68,365
40,563,914 74210771 36307009 4BETI644 46264320
14,902,172 43,464,248 9911010 13892233 12396912
25661742 17675019 26395990 34685411 33867417
1,252272 1029290  _-3,107.057 4909  _.7.189.682
§ 24409471 §.118704309 $£23288942  $34,680502  $26.677.735

THE NOTES TO FINANCIAL STATEMENTS ARE AN INTEGRAL PART THEREOF.
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Protective Life and Annuity Insurance Company
Capital and Surpius

For the Years Ended December 31, 2019, 2018, 2017, 2016 and 2015

Capital and surplus, December 31, priot year
Net income {loss)
Change in net unrealized capital gains (losses) less
capital gains tax
Change in net deferred income fax
Change in nonadmitted assets
Change in lability for reinsurance in unauthorized
and certified companies
Change in asset valvation reserve
Sutplus (contributed to) withdrawn from Separate
Accounts during period
Other changes in surplus in Separate Accounts
Statement
Surplus adjustment:
Paid in
Change in sutrplus as a tesult of reinsurance
Dividends to stockholders
Aggregate write-ins for gains and losses in surplus
Net change in capital and surplus for the year
Capital and surplus

2019 2018 2017 2016 2015
$268,259.579  $155,901,955 $172,000622  $173,555.461 $183.441 442
24,409471 118,704,309 23,288,942 34,680,502 26,677,735
-629,804 307,814 -328,148 97,826 12,950
4,062,867 56,099,439 5,361,309 -2,164,176 419,154
1,154,683 -47,127.007 3,021,195 2,025,145 -549.809
-6,219 - - 1,871 3,277
-6,428,894 -5,021,990 -1,665,567 3,801,296 4,990,670
302,645 291,772 642,954 990,264 -734,613
-302,645 291,772 642,954 -990,264 734,613
55,000,000 225,000,000 - - -41,000,000
-331,121 -341,592 -361,361 -394.710 -445.958

- - -34,600,000 -32,000,000

- 2145671 -92.420 - -
¥ _77.230982 $112,358,025 $-16098,667 § -1,554.839 § 9,885981
$245490062 §268.259,979 §155901955 S$172.000.622 $173.555.461

THE NOTES TO FINANCIAL STATEMENTS ARE AN INTEGRAL PART THEREOF,
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NOTES TO FINANCIAL STATEMENTS

Adjustments to Surplus

No adjustment was made to surplus as a result of the examination.

CONTINGENT LIABILITIES AND PENDING LITIGATION

The review of contingent liabilities and pending litigation included an inspection of
the representations made by management and its general counsel; and a general review
of the Company’s recotds and files conducted duting the examination, including a
teview of claims. These reviews did not disclose any items that would have a material
effect on the Company’s financial condition in the event of an advetse outcome.

COMPLIANCE WITH PREVIOUS RECOMMENDATIONS

A review was conducted during the current examination with regard to the
Company’s compliance with the recommendations made in the previous examination
teport. This review indicated that the Company had satisfactotily complied with the
prior recommendations with the exception of the following:

Conflict of Interest: In the prior examination repott, it was tecommended that the
Company maintain all conflict of intetest certifications required by its Code of
Business Conduct and its Supplemental Conflict of Interest Policy. There was one
conflict of interest certification not provided for one officer during the examination
petiod.

SUBSEQUENT EVENTS

A review of events subsequent to the examination date was conducted. During this
review, the following elections and resignations of officers were noted:

Elections

® John Cathey- Vice President, Mortgage Loan Producer (Februaty 19, 2020);

o Steve Clikas- Vice President, Mortgage Loans (February 19, 2020);

® T'roy Gambril- Vice President, Servicing Mortgage Loans (February 19, 2020);
James Shuford- Vice President, Investments (Februaty 19, 2020);



¢ Doyle Williams- Senior Vice President, Distribution Companies (July 6, 2020);

¢ James McGough- 2° Vice President, National Account Manager (July 27,
2020);

* Bill Von Petets- 2" Vice President and Actuary (July 6, 2020);

¢ Andrea Cole- Assistant Vice President, Shared Services (June 29, 2020);

¢ Benjamin Podbielski- Assistant Vice President, Enterprise Application
Architect (July 1, 2020);

e Boris Shoykhet- Assistant Vice President, Competitive Intel (July 27, 2020);
and,

¢ Laura Skrzpinski- Assistant Vice President, New Business Operations (July 1,
2020).

Resignations
e Richard Flotham- Vice President, Divisional Sales Manager (July 1, 2020);
¢ Brett Carmichael- 2" Vice President, National Account Manager (June 16,
2020); and,

o Elizabeth Nieland- 2™ Vice President Operations {(July 21, 2020).

The COVID-19 pandemic has continued to develop throughout 2020, with significant
uncertainty remaining regarding the full effect of COVID-19 on the U.S. and global
insurance and reinsurance industry. At the time of releasing this repott, the
examination’s review of the Company noted that there has not been a significant
impact to the Company. The Alabama Department of Insurance has been in
commumication with the Company regarding the impact of COVID-19 on its business
operations and financial. The Alabama Department of Insurance continues to closely
monitor the impact of the pandemic on the Company and will take necessaty action if
a solvency concern arises.

COMMENTS AND RECOMMENDATIONS
Conflict of Interest — Page 14

It is again recommended that the Company maintain all conflict of interest
certifications required by its Code of Business Conduct and its Supplemental Conflict
of Interest Policy.
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